Preliminary results, year ended 30 June 2019
25 July 2019

Delivering our strategy through strong consistent performance

* Reported net sales (£12.9 billion) increased 5.8% with organic growth partially offset by acquisitions and
disposals. Reported operating profit (£4.0 billion) increased 9.5%, driven by organic growth

* Allregions contributed to broad based organic net sales growth, up 6.1%, with organic volume up 2.3%
* Organic operating profit grew 9.0%, ahead of top line organic growth, driven by improved price/mix and
productivity benefits from everyday cost efficiencies, partially offset by cost inflation and higher

marketing investment

* Cash flow continued to be strong, with net cash from operating activities at £3.2 billion, up £164 million
and free cash flow at £2.6 billion, up £85 million

* Basic eps of 130.7 pence increased by 7.4%. Pre-exceptional eps grew 10.3% to 130.8 pence, driven by
higher operating profit and lower finance charges, which more than offset an increased tax charge as a
result of higher profit

e On 25 July the Board approved plans for a further return of capital up to £4.5 billion to shareholders for
the period F20 to F22.

* The final dividend increased 5% bringing the full year dividend to 68.57 pence per share

See page 45 for explanation and reconciliation of non-GAAP measures.

Ivan Menezes, Chief Executive, commenting on the results said:

“Diageo has delivered another year of strong performance. Organic volume and net sales growth was broad based
across regions and categories, with new product innovation being a strong contributor. We expanded organic
operating margin ahead of our guidance and increased investment behind our brands ahead of organic net sales
growth.

Fiscal 19 has been another year of strong free cash flow delivery at £2.6 billion and we have returned £2.8 billion to
shareholders via share buybacks. The Board has approved plans for an additional return to shareholders of up to £4.5
billion over Fiscal 20 to Fiscal 22.

Our focus on quality sustainable growth is backed by a culture of everyday efficiency that enables us to invest smartly
in marketing and growth initiatives while expanding margins.

These results reflect the steady progress we are making and as we look ahead we see attractive opportunities to
deliver consistent growth and create shareholder value. In the medium term | expect Diageo to maintain organic net
sales growth in the mid-single digit range and to grow organic operating profit ahead of net sales in the range of 5%-
7%."



Key financial information
For the year ended 30 June 2019

Summary financial information

Organic  Reported

growth growth
2019 2018 % %
Volume EUm 245.9 240.4 2 2
Net sales £ million 12,867 12,163 6 6
Marketing £ million 2,042 1,882 8 9
Operating profit before exceptional items £ million 4,116 3,819 9 8
Exceptional operating items® £ million (74) (128)
Operating profit £ million 4,042 3,691 10
Share of associate and joint venture profit after tax £ million 312 309 1
Non-operating exceptional gain® £ million 144 —
Net finance charges £ million (263) (260)
Exceptional taxation (charge)/credit® £ million (39) 203
Tax rate including exceptional items % 21.2 15.9 33
Tax rate before exceptional items % 20.6 20.7 —
Profit attributable to parent company’s shareholders £ million 3,160 3,022 5
Basic earnings per share pence 130.7 121.7 7
Earnings per share before exceptional items pence 130.8 118.6 10
Recommended full year dividend pence 68.6 65.3 5

(i) For further details of exceptional items see pages 22 and 34.

Outlook for exchange
Using exchange rates £1 = $1.25; £1 = €1.11, the exchange rate movement for the year ending 30 June 2020 is estimated
to favourably impact net sales by approximately £375 million and operating profit by approximately £135 million.

Outlook for tax

The tax rate before exceptional items for the year ended 30 June 2019 was 20.6% compared with 20.7% in the prior year.
The year ended 30 June 2019 benefitted from one-off items which are not expected to repeat. This combined with our
changing business mix is expected to result in a tax rate before exceptional items for the year ending 30 June 2020 to be
in the range of 21% to 22%. For further details on taxation see page 22.

Share buyback programme

On 26 July 2018 a share buyback programme was approved to return up to £2.0 billion to shareholders during the year
ended 30 June 2019. On 20 December 2018 Diageo completed the sale of a portfolio of 19 brands to Sazerac. The net
proceeds of approximately £340 million, after corporate tax and transaction costs, were approved to be returned to
shareholders through an increase to the share buyback programme. On 30 January 2019 the board approved a further
incremental share buyback programme of £660 million, bringing the total programme to up to £3.0 billion for the year
ended 30 June 2019.

In the year ended 30 June 2019, 94.7 million shares were repurchased for an aggregate consideration of £2.8 billion.
After the year end a further 0.3 million shares were purchased for an aggregate consideration of £26 million, including
settlement payments for the full tranche, which were recognised as a financial liability at 30 June 2019. The shares
purchased under the share buyback programmes were cancelled.

On 25 July 2019, the Board approved plans for a further return of capital up to £4.5 billion to shareholders for the period
F20 to F22.

Acquisitions and disposals

The impact of acquisitions and disposals on the reported figures was primarily attributable to the disposal of a portfolio of
19 brands to Sazerac which was completed on 20 December 2018 and to the prior year acquisition of the Casamigos
brand.

For further details on the impact of acquisitions and disposals see page 48.



Net sales (£ million)

Reported net sales grew 5.8%
Organic net sales grew 6.1%

Organic movement
|
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(i) Exchange rate movements reflect the translation of prior year reported results at current year exchange rates.

Reported net sales grew 5.8%, driven by organic growth and favourable exchange which was partially offset by
acquisitions and disposals.

Organic volume growth of 2.3% and 3.8% positive price/mix delivered 6.1% organic net sales growth. All regions reported
organic net sales growth.

Operating profit (€ million)

Reported operating profit grew 9.5%
Organic operating profit grew 9.0%
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Reported operating profit was up 9.5% driven by organic growth, lower exceptional operating charges, and favourable
exchange, partially offset by acquisitions and disposals.

Organic operating profit grew ahead of net sales at 9.0%.



Operating margin (%)

Reported operating margin increased 107bps
Organic operating margin increased 83bps

Organic movement
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Reported operating margin increased 107bps driven by organic operating margin improvement, lower exceptional
operating charges and favourable exchange partially offset by the impact from acquisitions and disposals.

Organic operating margin improved 83bps driven by improved price/mix and productivity benefits from everyday cost
efficiencies, partially offset by cost inflation and higher marketing investment.

Basic earnings per share (pence)

Basic eps increased 7.4% from 121.7 pence to 130.7 pence
Eps before exceptional items increased 10.3% from 118.6 pence to 130.8 pence
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0] Excluding exchange
(i)  Net finance charges in relation to share buyback and acquisitions and disposals are reflected in the respective categories.

Eps before exceptional items increased 12.2 pence as organic operating profit growth and lower finance charges more
than offset the higher tax charge and impact from acquisitions and disposals.

Basic eps increased 9.0 pence impacted by an increase in net exceptional charges.



Free cash flow (£ million)

Net cash from operating activities® was £3,248 million
Free cash flow was £2,608 million
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0] Net cash from operating activities excludes net capex and movements in loans and other investments (2019 - £(640) million; 2018 - £(561) million).

(i)  Exchange on operating profit before exceptional items.

(i)  Operating profit excludes exchange, depreciation and amortisation, post employment charges and non-cash items.

(iv)  Working capital movement includes maturing stock.

(v)  Other items include post employment payments, dividends received from associates and joint ventures, and movements in loans and other
investments.

Net cash from operating activities was £3.2 billion, an increase of £164 million compared to last year. Free cash flow
continued to be strong at £2.6 billion, an increase of £85 million. This was largely driven by operating profit growth and
favourable exchange movement which more than offset the reduced working capital gains and increased investment in
maturing stock, increased capex and higher tax payments.

Return on average invested capital (%)
ROIC improved 80bps
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0] ROIC calculation excludes exceptional income statement items.

ROIC increased 80bps largely driven by organic operating profit growth which was partially offset by the impact of
acquisitions and disposals, higher tax charges and other movements, primarily net capex and maturing stock.



Reported growth by region

Volume Net sales Marketing Operating profit®
% EUm % £ million % £ million % £ million
North America 2 1.2 8 344 15 100 4 66
Europe and Turkey (2) (0.9) — 7 3 16 Q) (14)
Africa 1 0.4 7 106 10 16 44 84
Latin America and Caribbean 1 0.2 6 61 3 5 19 57
Asia Pacific 5 4.6 7 185 6 24 24 135
Corporate( — — 2 1 (25) (1) (20) (31)
Diageo 2 5.5 6 704 9 160 8 297
Volume Net sales Marketing Operating profit®
% EUm % £ million % £ million % £ million
North America 2 1.1 5 216 11 75 3 52
Europe and Turkey (2) (0.9) 4 104 6 26 2 22
Africa 1 0.4 7 100 3 5 50 91
Latin America and Caribbean 1 0.2 9 20 6 12 19 59
Asia Pacific 5 4.7 9 226 7 27 26 143
Corporate( — — 2 1 (25) (1) (20) (31)
Diageo 2 5.5 6 737 8 144 9 336

(i) Before operating exceptional items.
(i) Increase in Corporate driven by productivity associated charges.

Notes to the business and financial review

Unless otherwise stated:

» commentary below refers to organic movements
* volume is in millions of equivalent units (EUm)

* net sales are sales after deducting excise duties
e percentage movements are organic movements
» share refers to value share

See page 45 for explanation of the calculation and use of non-GAAP measures.



Net sales by market
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